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CASE 8ACKQROUNP 

On Hay 24, 1998, the Commission approved Chesapeake' s petition 
for rate restructuring in Docket No. 9?1559-GU, Order No. PSC-98-
0455-fOf-GU . As a result of the rate restructuring, tho non-Qas 
energy charge rate for the Firm Transportation Service Rate 
Schedule (FTS) and Industrial Sales Service Rate Schedule III 
increased from 7.348 cents per therm to 7. 889 cents poe thenn . 

On Hay 7, 1998, the florida Division ot Chesapeake Utilities 
Corporation ("ChesapeakeHI tiled its petition to provide tirm 
transportation service to Quincy farms and Fornlea Nurser ies. 
Chesapeake and the involved parties entered into a Transportation 
Service Agreement that provides tor e fixed rate per thorm tor two 
years. 
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DISCQSSIQN Of ISSUJS 

ISSQE 1 : Should the Commission approve Chesapeake ' s peti t ion for 
approval of Transpor tation Services Agreements and Revised Tariff 
Sheets? 

fiECOHHBNpATIQN : Yes . The Commission should approve Chesapeake ' s 
petition fo r approval of Transportation Services Agreements and 
Revised Ta ri ff Sheets . (Brown, Makin, Lowe ry , Bulecza-Banks , Mer:ta) 

51.\lf ANAI.XSIS : In Ap r il 1997 , Chesapea ke met with representatives 
from the City o f Chattahoochee , City of Quincy, and the Town of 
Hava na r egardi ng its i n tention to provide natu ral g~~ service 1n 
Gadsden County . Each municipality indicated they had no obJection 
to Chesapeake ' s plan to offe r natura l gas service in Gadsden 
County . 

Subsequent to ~eeting with the municipalities , Chesapeake met 
with Quincy Farms and Fernlea Nu r series , to determine whether they 
could agree on the terms for natural gas service . These 
negotiations led to a signed transportation agreement . The 
agreement calls for a two- yea r fi xed non-gas energy charge of 7 . 348 
cents per therm, and a monthly customer charge of $40 . These rates 
reflect the Commissi on approved rates that were in place prior to 
Chesapeake ' s Commission-approved rate restructuring . All economic 
analyses and discussions between the parties were conducted before 
Chesapeake' s rate restructuring case was !-nalized . 

The addition of these customers on the negotiated rate wLll 
not cause Chesapeake to earn above its authorized return on equity 
(ROE), nor will it adversely af f ect service to e xisting customers . 
As reflected in its 1997 Earnings Survelll~ncc Report for the 12 
mont~.s ended December 31. 1997 , Chesdpeakte' s achieved opera Ling 
income is Sl , 201 , 806 on a rate base of Sl6,109, 310. This rPpresents 
a n achieved ROE of 7 .46\ . Chesapea ke ' s authorized midpoint on its 
ROE is 11\ . The impact of adding these customers is expected to 
increase earnings by approximately $1 , 678 aCter considor1ng costs , 
including O,M, depreciation , taxes o ther , incom•' taxes, dnd a 
return on investment . The revenue impact of a 1\ chdngo in ROE is 
approxima t ely $121,100 . 
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These customers ~ill be charged a rate lower than Chesapeake' s 
current tariff tor the first two years . The rates will be more than 
enough to cover the cost to serve . As indicated in Exhibit 2, 
Attached to Chesapeake ' s petition , the projected cost to serve 
these custome r s , including Chesapeake's authorized return equates 
to 7 . 306 cents per therm. Since Chesapeake will be charging these 
customers a rate of 7 .348 cents per therm, the rate will be more 
than enough to cover the cost to serve. In addiLion, Lhe company 
filed revised tariff sheets to reflect Gadsden County as part of 
their service area . 

Accordingly, Staff recommends Approval of Transportation 
Services Agreements and Revised Tariff Sheets for the following 
reasons: 

• The original negotiations were done prior to the timing of the 
Florida Division ' s filing of a Rate Restructure proceeding. 

• The rates are s ufficient enough to cover the cost to serve . 
Therefore, ratepayers will not be adversely affected by the 
addition of Quincy Farms and Fernlea Nur series . 

ISSQE 2: Should this docket be closed? 

RECCt~SNDAtiOH: Yes. lf no person, whose substantial interests are 
affected by the Commission 's order in this d,cket timely files a 
protest within 21 days o! the issuance of Lhe order , this docket 
should be closed. If a protest is timely filed, Lhc tariff should 
remain in effect with any revenue increase held sub)ect to refund , 
pending resolution of the protest . CCruz-Bustillol 

STAFf 6NALXSIS : lf no person, whose substantial lnLerests are 
affected by the Commission ' s order in thls docket timely files a 
protest within 21 days of the issuance o! the order , thls docket 
should be closed . If a protest is timely filed , the tariff should 
remain in effect wiLh any revenue increase held subject to refund, 
pending rP.solut!on of the protest. 
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